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At an April 28 hearing of a House Appropriations subcommittee, Treasury Secretary James Baker
presented arguments in favor of congressional approval of funds for the World Bank's capital
increase. Subcommittee chairperson David Obey (D-Wisc.) told Baker that an increase this year will
be very difficult to obtain. He said the problem centers on dissatisfaction among House members
over the handling of the Third World debt problem and the impact of the debt problem on US
exporters. Obey stated that many House Democrats are convinced that current policy insulates
the commercial banks from risks inherent in the debt situation. "There is no question that the
banks ought to share a bigger part of the burden in helping Latin America grow again," he said.
Obey pointed out that the commercial banking system is in better shape now than when the debt
problem first manifested in 1982, and that the banks are absorbing losses. They are also voluntarily
engaging in debt-reduction mechanisms such as debt-equity exchange schemes, he said. Some
House members have said they would approve a World Bank capital increase if attached to the
establishment of an international debt relief facility. Baker reiterated that the Reagan administration
strongly opposes any such plan, because it would amount to putting the debt problem onto the
"backs of taxpayers." Obey replied that the problem has already been placed on the backs of a
restricted portion of the US public, mainly manufacturers and farmers who have lost large quantities
of export sales resulting from the current pressure on debtor nations to reduce imports and increase
exports. According to Obey, mechanisms must be found to spread the cost among all taxpayers, not
just those working in the export sector. The question, he said, is not whether the public sector or the
private sector should absorb losses inherent in the debt problem. In reality, the question concerns
which groups within the private sector should do so. On April 27, the World Bank announced
that it had received commitments from a sufficient number of member nations to implement the
general capital increase. Support from members controlling 75% of bank shares is necessary for
implementation. Washington cannot make a formal commitment until Congress approves funding
for the first US installment of $70 million in the current fiscal year. The US is the only major World
Bank donor that has not yet made a formal commitment.
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